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ABSTRACT:
Cross-border financial statements can confuse users of financial statements, therefore the
development ofInternational Accounting Standards is important in the accounting
profession. Comparing countries financial statements can be difficult because Generally
Accepted Accounting Principles (GAAP) vary in different countries. To illustrate the
need for harmonization of accounting standards, this paper is divided into three research
sections. The first section discusses the history, organizations, and conceptual framework
of United States and Australian accounting professions. The second section compares
and contrasts the similarities and differences between United States GAAP and
Australian GAAP. The final section provides a financial statement analysis of two
Australian companies. The paper concludes that although Australian GAAP and United
States GAAP defines financial statement elements the same, a companies' financial
statement ratios will differ because of country specific revenue recognition criteria,
netting of assets and liabilities, and reporting requirements.
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To expand the source of capital funding to the global market, companies list stock on
multiple stock exchanges around the world. Financial statements are a primary source of
information about companies' performance; however, cross-border financial reporting practices
can confuse the users of financial statements. Although, some countries require foreign
companies to reconcile financial statements to the domestic Generally Accepted Accounting
Principles (GAAP) user bears the responsibility of assessing a companies' performance. It is
costly and ineffective for the individual user to complete this reconciliation from foreign to
domestic GAAP. In addition, the reconciliation from foreign to domestic GAAP can become
complex and confusing, especially if reconciling items are carried over for multiple years.
One way to combat the problems stemming from cross-border financial statement
analysis is to eliminate the need for reconciliation by establishing universal International

Accounting Standards. The purpose of this paper is to illustrate the need for harmonization of
accounting standards by comparing the GAAP of the United States and Australia. This
comparison will display that even when the accounting for two countries are rooted in similar
concepts, comparisons can still be very difficult. Australia and the United States share a common
language and conceptual framework as a basis for establishing accounting standards. Based on
these fundamental similarities, a possible assumption is that the countries' financial statements
are comparable. However, as shown in this paper, even countries with similar backgrounds and
culture have differences in financial statement reporting. A final objective is for the author to
learn about the historical development and unique issues of Australian GAAP and have working
knowledge of the implications of Australian GAAP to prepare for a summer internship in
Sydney, Australia. Information about international accounting standards, particularly Australian
accounting, is not taught in any undergraduate course at Northern Illinois University.

The first section of this paper briefly discusses the history, development, and professional

organizations of the both the United States and Australia. The second section highlights and
comments on the similarities and differences of each country's GAAP. The third section
provides financial ratio analysis of two Australian companies. The final section offers
concluding remarks.
UNITED STATES ACCOUNTING

STANDARDS

The accounting profession in the United States has dedicated itself to developing
financial reporting standards that will provide financial statement users with the most reliable
representation of a company's performance during its reporting period. Throughout the 21sl
century the accounting profession earned the reputation for having strong integrity, discipline,
and values. However, United States accounting progressed for many years before establishing
itself as a highly respected world leader in financial reporting development.
Although the United States declared its independence from Great Britain in 1776, the
accounting profession continued to rely on British regulations for financial reporting guidance.
As the 19th century ended the need for United States financial reporting standards became

evident. During the late 1800s the largest companies in the United States were railroads, which
relied on public investments to operate. However, many railroad companies did not produce
financial statements for shareholders and other third parties and these stakeholders became
concerned about their investments. The first accounting association was formed in 1882, after the
responsibilities of the accountant expanded. The organization was called the Institute of
Accountants of New York (and later became the AICPA) and was made up of accountants
working in public practice (Previts and Merino 1998).
In 1902 the United States Congress issued the Industrial Commission Report, which

.

required large corporations to issue financial reports summarizing the activities of a company
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(Dennis 2000). During the early 1900s there was rapid growth of large corporations in the
United States, however the financial statements produced by the companies lacked the quality

that was required for prudent investing. After the 1929 stock market crash the United States
Congress established the Securities and Exchange Commission (SEC) to stabilize and regulate
financial information released by publicly traded companies (Kieso, Weygandt, and Warfield
2000).
Although the SEC has the power to create financial reporting standards for publicly
traded companies in the United States, it defers that power to professional accounting
organizations. Currently, the American Institute of Certified Public Accountants (AlCP A) and
Financial Accounting Standards Board (FASB) are the two major active professional
organizations in the United States. The FASB is responsible for the creation of the United States
accounting profession's conceptual framework. The AlCPA provides leadership in the
development of reporting standards on behalf of the accounting professionals and the SEC
enforces the standards set by the FASB.
Prior to 1973 the United States solved financial reporting problems on a problem-byproblem basis. During that decade, the profession recognized a demand for a conceptual
framework and an accounting theory for financial reporting standards. The profession had
previously attempted to establish a conceptual framework through the creation of the Accounting
Principles Board (APB) in 1957, however this organization was not as successful as the
profession demanded.

Therefore in 1973, after releasing 31 opinions, the APB was dissolved

and the FASB was formed.
The FASB has established seven Statements of Financial Accounting Concepts (SFAC),
which are illustrated in Figure 1. Each SFAC is an integral part of the overall conceptual
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framework, which is divided into three levels. The conceptual framework guides the. accounting

standard setting process. SFAC No 1 discusses the objectives of financial reporting, which are:
1) To provide decision usefulness to the users of financial statements.
2) To provide information that aids potential investors and creditors in assessing the
amount, timing, and certainty of a company's cash flows.
3) To provide information related to a company's economic resources and claims to those
resources.
These objectives provide the foundation from which the remaining concepts are built. SFAC No
2 describes the qualitative characteristics and is presented in Table 1. SFAC No 6 describes
elements used in financial reporting and are presented in Table 2. SFAC No 2 and SFAC No 6
are the link between the objective of financial reporting and how that information should be
presented.

The final level of the conceptual framework describes with recognition and measurement
concepts. SFAC No 5 presents accounting assumptions, principles, and constraints to
implement the objectives outlined in the first layer of the conceptual framework. The four
financial reporting assumptions are; periodicity, economic entity, going concern, and monetary
unit.
Periodicity assumes that a company will establish a time period for reporting economic
activities. The calendar year is a popular year-end, however companies may also use different
dates to define the fiscal year. In addition, periodicity also refers to monthly and quarterly
financial reporting. Economic entity assumes that a company is separate and distinct from its
owners or other business units. Going concern assumes the company will be in business long
enough to fulfill its objectives and commitments and that it has a life that extends beyond its

owners. Monetary unit assumes that money is a stable unit of measure unadjusted for inflation,
which the Unites States is the United States dollar.

4

There are two main constraints to financial reporting: cost-benefit and materiality. The
cost-benefit relationship requires that standard setters weigh the cost of producing quality,
relevant, reliable, and understandable

financial statements with the benefits that can be provided

ITom the use of that financial information. The second constraint, materiality, relates to the
overall impact an item has on the users use of financial information.

Materiality asks the

question: If an item not included in financial reporting, would a user make a different decision?
The final aspect of SFAC No 5 is the basic principles of accounting. There are four main
principles used to record economic transaction: full disclosure principle, historical cost principle,
matching principle, and revenue recognition principle. Combined these principles describe the
accrual basis accounting.

The full disclosure principle aids in the determination

of what

information should be included in a financial report. Two important questions prepares utilize to
determine what information should be included are: ]) Are there significant details for users to
make informed economic decisions? 2) Is the report condensed enough for users to understand
and extract needed information? The historical cost principle requires that assets and liabilities
be reported on the financial statements at acquisition cost. Acquisition cost is viewed by the
profession as the most reliable method of evaluating the value of an assets or liability (Kieso,
Weygandt, and Warfield 2000.)

On an accrual basis, revenues are recognized when earned, which is the basis for the
revenue recognition principle. Revenue is recognized when, realized or realizable and earned
(Kieso, Weygandt, and Warfield 2000.) Revenues are realized when assets are exchanged for
cash or other assets, and revenues are' earned' when a company has performed a substantial
portion of the exchange. The matching principle dictates that expenses should be matched
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directly with the revenues supported.

In other words, expense recognition follows revenue

recognition (Porter and Norton 200 I).
A USTRALIAN

ACCOUNTING

STANDARDS

The accounting profession in Australia has dedicated itself to developing reporting
standards in harmony with International Accounting Standards. In the last decade, the country
has passed laws and the profession has established accounting organizations to achieve this
harmonization. However, Australian accounting progressed for nearly a century before
establishing itself as a world leader in the participation of international standards.
To understand the development of Australian accounting a historical view of the country
is needed. The commonwealth of Australia was established in July 1900 when the British
parliament united Australia's five territories: Western Australia, South Australia, New South
Wales, Queensland, and Victoria (Australian Foundation 2001.) However, prior to Australia's
official independence from Great Britain the accounting profession begun formation.

Professional accounting in Australia had a modest beginning. During the mid 1800s few
accounting associations existed, however, towards the end of the century several accounting
organizations emerged.

In 1887, the English society of Accountants and Auditors (SAAE)

organized the first Australian accounting society. This new organization, which was considered
the Victorian chapter of the SAAE, was named the Institute of Accountants in Victoria (IIA V).
Because the IIA V did not restrict its membership to public or private accountants, there was
conflict during the organization's

attempt to become an independent Royally Chartered

organization. Eventually, the country established three separate accounting organizations.

I)

CPA Australia, 2) Institute of Chartered Accountants and 3) National Institute of Accountants.
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Although the accounting profession had a presence in early Australian business, it lacked
significant importance. In 1903 a severe depression caused an economic crisis. During this time
Australia no longer had financial support from Great Britain and the country was force to rely on
private capitalists to sustain the economy. Australian politicians finally understood that investors
were looking for evidence of quality company performance and trustworthiness.

At this time

individual accounting associations established the reputation of competence and quality.

Following the economic depression of 1903 the members of the IIAV pursued a Royal
Charter from the Queen of England. A Royal Charter would give the organization a higher
status than other newly formed accounting associations, thus increasing the demand for their
services. However, because the organization did not limit its membership to public accountants
the charter was not granted.

Before Great Britain would grant a Royal Charter, the IIA V needed

to define its membership, therefore two spin-off accounting organizations were formed I) CPA
Australia 2) Institute of Chartered Accountants. The country now had three significant
professional accounting organizations, representing different categories of accountants (Poullaos
1994 ).
The countries primary accounting organizations are: CPA Australia, the Institute of
Chartered Accountants
The organizations

(IJCA), and the National Institute of Accountants (NIA) (ICAA 200Ib).

originated from the IIA V's initial unsuccessful Royal Charter attempt in the

early 1900s. Currently these organizations

compete with each other for membership and

recognition. However, they each contribute to Australia's accounting education and ethics. In
addition, the IICA and CPA Australia significantly supported the financial accounting standards
boards within Australia.
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Globally, CPA Australia has the third largest membership among professional accounting
organizations (CPA Australia 200 I). In 200 I the organization reported 90,000 professional as
members. Since its inception the organization's
accounting, and business consulting.

mission has been to be a leader in finance,

In addition, it is committed to protecting the high standard

of the accounting profession.
CPA Australia's members are divided into Associate Members and CPAs. To become an
Associate Member in the organization, an accountant must earn an accredited undergraduate
business degree. Associate members receive CPA status when they complete a postgraduate
CPA Program and related work experience. In addition, members are expected to follow
professional and ethical codes and meet professional educational development requirements.
The goal of CP A Australia is to enhance members' status and competitive advantage. Through
continuing professional education, training, and research, the organization will have means to
achieve its goals and improve the professional lives of members (CPA Australia 200 I.)
Some historians believe the Institute of Chartered Accountants (ICAA) developed from
the original IIA V. The ICAA operates through a supplemental Royal Charter granted on August
23,2000 by the Governor-General
organization's

on behalf of Queen Elizabeth II (ICAA 200Ia). The

mission is "to bl: the first choice for leading business, finance, and knowledge

management professionals"
customer-focused

(lCAA :2001b) In addition, the organization strives to be a

organization

A Board of Directors (BOD), consisting of eleven members,

heads the organization and each region has a council appointed to provide advice to the national
BOD (ICAA 200Ic).
Before an individual can be considered for membership in the ICAA, they must meet

predetermined major requirements. An individual must complete an approved degree program
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2000b). Although each individual body sets reporting standards for different government and
public sectors respectively, they work together to develop overall Australian Accounting
Standards (Craswell 1994). Currently, two of the country's professional organizations,

CPA

Australia and the ICAA support the Australian Accounting Research foundation (AARF), which

is one of the country's standard setting bodies. AARF establishes a framework for governmental
and not-for-profit entities and AASB is the standard setting body for Australian Companies
(Hoggett and Edwards 2000a).
Since the late 1940s the Australian government and Australian professional accounting
organizations fought to remain in control of creating financial reporting standards. Throughout
the 1940s and 1950s professional organizations could not enforce reporting standards, which

required government intervention. The struggle continued until 1991 when the Australian
government passed the Corporations Law. The Corporations Law significantly advanced
accounting standard setting and regulation. It established the country's current Australian
Accounting Standards Board (AASB) and intensified the organizations' regularly powers.
Overall the AASB became the standard setting body in Australia and the Corporations Law
provided the needed enforcement and regulation to encourage companies to adhere to the
AASB's standards.
In addition, in 1999, the Australian government established the Financial Reporting

council (FRC). The FRC is made up of representatives from professional, businesses, and
government organizations.

It's major focus is not to set accounting standards but instead to act as

an overseer of the Australian Accounting Standard Board. The FRC appoints the members of the
AASB; it also approves all AASB's strategies, staffing, and administrative cost. As previously
mentioned, Australia's businesses and government are a major supporter of unified International
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Accounting Standards. In addition to the FRC's authority over the AASB, it also ensures that the
AASB's newly issued accounting standards are consistent with International Accounting
Standards (Hoggett and Edwards 2000b).

The AASB main goal is to create a conceptual framework to provide a basis and a theory
for creating further accounting standards. Many accounting organizations provide support to the

AASB: Australian Stock Exchange, Financial Reporting Council (FRC), Australian Securities
and Investments Commission, CPA Australia, and Institute of Chartered Accountants in
Australia. Figure 3 illustrates the inputs and outputs of the AASB. The AASB has issued
Statements of Accounting Concepts (SACs) and currently issues AASB standards. AASB has
issued four of Australia's five Statements of Accounting Concepts. These SACs establish a
conceptual framework for financial reporting, define the objectives of financial reporting and

provide definitions for reporting terms (Hoggett and Edwards 2000b).
The Australian conceptual framework development has been divided in to five stages to
encourage standard setting bodies to establish accounting standards similar to the country's

conceptual framework. The composition of the conceptual framework is illustrated in Figure 2.
Stage one is a definition of the scope of financial reporting (Hoggett and Edwards 2000b).
Before the emergence of the AASB, the ASRB provided a basis to Australian conceptual
framework in 1979 by issuing ASRB 100. ASRB 100 created an outline of the scope of financial
reporting, however, in 1990 the AASB issued SAC I, which completed stage one and began
stage two of the framework (Craswell 1995). Stage two defines the various reporting entities
used in accounting financial reporting. Partly through a definition of end users' information
needs, stage three provided the objectives for financial reporting.

II

Stage four of the conceptual framework's

development is the most complex aspect. It

reports and defines the qualitative characteristics of financial information; relevance, reliability,
materiality, understandability. It provided an extensive definition of the elements that make up
the financial statements; assets, liabilities, equity, revenue, and expenses. Stage four concluded
with a determination of possible recognition and measurement techniques. This aspect of the
conceptual framework is not followed in common practice by standard setters. However, because
of Australia's dedication to International Accounting Standards, the AASB wanted to establish a
framework that would eventually conform to the international makeup.
The fifth stage defines how a reporting entity should display public information.
Australian accounting requires four financial statements:

1) Balance Sheet 2) Profit and Loss

Statement 3) Statement of Owner's Equity 4) Statement of Cash Flows. It also requires a
compliance statement to indicate that a company reported its financial information in accordance
with Australian laws and accounting standards.
To accomplish each stage, the AASB released Statements of Accounting Concepts
(SAC). As of 2000 the AASB has released four SACs, and in addition there are two proposed
statements. Initially the AASB required all companies who issue financial statements to comply
with each SAC, however because many companies complained, the mandatory status of was
revoked in 1993. Instead the AASB decided to use SACs as a guide to developing official and
mandatory standards. Therefore, the AASB uses the conceptual framework to issue mandatory

accounting standards. For example, AASB 100I . Accounting Principles' was released which
made the concepts introduced in SAC 3 mandatory.
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SAC 1 was issued by the AASB in 1990 presently the definition of Australian reporting
entities is
"A reporting entity is an entity that would expect internal and external users to use
the company's financial statements to make economic decisions. It is required to
comply with all financial reporting standards.
Reporting entities include:
governmental departments, statutory authorities and boards, most public
companies, some large proprietary companies, and listed investment trusts
(Hoggett and Edwards 2000b)."
SAC 2 was also issued in 1990 by the AASB. It discusses the objectives of financial
reporting, which is stage three in the conceptual framework development process (Hoggett and
Edwards 2000b). SAC 2 is composed of two parts: part one determined that all general-purpose
financial reports should disclose enough information for users to obtain a clear view of the
entity's performance.

Part two of SAC 2 identifies and defines three distinct groups of primary

financial statement users 1) resource providers 2) recipients of goods and services 3) managers of
governing bodies. Resource providers include: employees, lenders, creditors, suppliers,

investors, Parliament and taxpayers. Recipients of goods and services are mainly customers and
managers and governing bodies are users who require financial information to make planning
and control decisions (Craswell 1995).
The AASB issued SAC 3 "Qualitative Characteristics of Financial Information" in 1990.
SAC 3 is the first part of stage four of conceptual framework development. It defines the
qualitative characteristics of reliance, reliability, and understandability. It also discusses the
constraints of these characteristics: materiality, timeliness, and cost benefit (Craswell 1995).
Table 3 lists and defines the characteristics

illustrated in SAC 3.

SAC 4 "Definition and Recognition of the Elements of Financial Statements" was
initially issued by the AASB in 1992, however the release was withdrawn and reissued in 1995.
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SAC 4 provides extensive definitions of assets, liabilities, equity, revenues, and expenses. It
begins the discussion of measurement and recognition of the elements in the financial statements.
The elements are defined in the Table 4.
SAC 4 further discusses recognition and measurement principles for assets, liabilities,

revenues, and expenses. Although SAC 4 addresses recognition principles, accounting standard
setting bodies have not followed the conceptual framework to establish reporting standards. The
conceptual framework was created to move Australian financial reporting closer to International
Accounting Standards (IAS), however, accounting practice follows more traditional accounting
methods.
Asset and Liability Recognition
Assets are recognized only after the cost or value of a future economic benefit can be
reliably measured and it is probable that a future economic benefit will arise. SAC 4 states that
an asset that is not measurable at the time of reporting should not be included in the financial
statements, instead it should be disclosed in the financial statement notes. This asset recognition
principle is an example of the conceptual framework's diminished importance in accounting
practice. Currently, in practice assets are recorded on a company's balance sheet at historical or
acquisition cost.
Liabilities are recognized only after the value of the liability is reliably measured and the
sacrifice of a future economic benefit is probable. Liabilities that cannot be reliably evaluated at
the time of reporting should be disclosed in the financial statement notes. In practice, companies

rely on AASB 100I to disclose the value of liabilities on the balance sheet.
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Revenue Recognition
Revenues are recognized on the operating statement when the inflow or saving in outflow
is probable and it can be reliably measured. SAC 4 sets four guidelines to be met before
revenues can be recognized.
1) An agreement must exist for an exchange of goods or services with a customer or another
entity.
2) The amount of cash to be received is reliably measured or cash has been received.
3) All actions of the exchange have been completed.
4) The collection of receivables or return of goods is reliably estimatable.
These guidelines are not the criteria required for an entity to report revenue on its profit
and loss statement. Entities can treat donations or contributions as revenue. In addition the
value of revenue only needs to be estimated reliably, which means that if it is estimated within
50% of its actual value, revenue can be recognized.
The methods used to recognize revenue is another example of the difference between
practice and the conceptual framework. In practice, revenue is recognized only after it is earned
through a sales transaction,

and the value of the amount received is measurable.

In 1998 the

AASB issued AASB 1004 entitled "Revenue," which dealt with the recognition of the different

types of revenue. AASB 1004 was passed to harmonize Australian reporting standards with
International Accounting Standards.

It requires all revenue to be measured at the fair value of

the receivable.

Expense Recognition
SAC 4 provides two criteria for the recognition of expenses.
1)
2)

Assets have been reduced or liabilities have been increased as a result of the
consumption or loss of future economic benefits.
The consumption or loss can be measured reliably.
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Similar to revenue recognition the criteria for expense recognition is not the same criteria
used in current accounting practice instead the matching principle is used. The matching process
occurs when expenses are associated with their corresponding

revenues or future revenues.

Matching is seen as an association of the costs incurred with the revenues recognized. Once a
cost is matched against revenue during the period it expires, it becomes an expense for the
period. In other words, the traditional definition of matching is de-emphasized and replaces with
the combined recognition of revenues and expenses that result from the same transaction.
(Hoggett and Edwards 2000b).
COMPARISON

OF UNITED STATES AND AUSTRALIA

The United States and Australia share many accounting practices. Before both the United
States and Australia developed their own accounting regulations, they originally used accounting
standards developed in Great Britain. In addition, Australia looks to the United States for
guidance in the standard setting process. There are many similarities and differences betw~en
Australia and United States accounting principles, which are illustrated in Table 5.
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FINANCIAL STATEMENT ANALYSIS
Differences in the financial statement accounting and reporting between the United States
and Australia can cause confusion for the users trying to compare financial statements from those
countries. To illustrate the impact of the countries' reporting requirements, two companies that

are incorporated in Australia but currently trading on United States stock exchanges were
selected and compared. A list of companies incorporated in Australia but currently trading on
United States stock exchanges is provided in Table 6. Petsec Energy Ltd. and Coles Myer Ltd.
were randomly selected and form F-20 was obtained in order to analyze the reconciling items
from Australian to United States accounting standards. Financial ratios were then calculated
using the United States and Australian financial information. Table 7 presents the ratios used in
this comparison and the meaning of these ratios. Ratios are used to eliminate the need to convert
financial statements to common currency.
The ratios were divided into four categories: profitability, liquidity, activity, and
coverage. Profitability ratios provide information on how effectively and efficiently a company
is using its resources to earn a return. Profitability ratios are important to many user groups
including, creditors, stockholders,

and management.

Liquidity ratios provide information about

a company's ability to pay its maturing obligations. Short-term creditors, like banks, are
interested in analyzing a company's liquidity ratios. Activity ratios indicate how efficiently a
company is using its assets. Corporate management is interested in the information provided by
activity ratios. Coverage ratios measure the ability of a company to pay its debt may provide
important information to long-term creditors.
The definition of accounting for the elements of the financial statements for each country
is the same, however, the reporting and classification of these elements differs. Financial
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statement users may draw incorrect conclusions about a company's performance because of
cross-border reporting and classification differences.

For example, many ratios are different

because of the classification of revenue. In the United States only revenue earned from primary
business activities to be reported as "revenue" and used when computing a company's gross
profit. All other inflows incidental to the primary business activities are reported separately after
income (loss) from operations. This presentation format allows financial statement users to
distinguish between revenues that are expected to continue and inflows that may not reoccur.
However, in Australia revenue from incidental activities can be classifies as revenue and
included in the calculation of gross profit.
PETSEC ENERGY LTD.
Petsec Energy Ltd. is an oil and gas exploration and production company with operations
focused in the Gulf of Mexico. The company is incorporated in Sydney, Australia, and the
company trades its stock on the New York and Australian stock exchanges. Petsec provides two
annual reports to its investors: One is created using United States GAAP and a second using
Australian GAAP. Table 8 presents Petsec's ratios calculated using United States and Australian
GAAP.
The profitability of a company is most effectively measured by analyzing a company's
profit margin and return on assets ratio. Petsec's profit margin ratio is -8.10% when computed
with amounts recorded in the United States GAAP financial statements, whereas the profit
margin ratio is -23. '72% when computed using Australian GAAP financial statements.

United

States GAAP reported revenues are lower than revenues reported on Petsec's operating statement
created using Australian GAAP because Australian GAAP permits more items to be classified as
revenue, whereas United States GAAP requires items included in "revenue" to be from primary
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business activities. Using Australian GAAP Pet see included "Gross Proceeds From Sale of

Investments," " Gross Proceeds From Sale on Non-Current Assets" and" Rent Revenue" as
revenue, whereas United States GAAP requires only operating revenues to be recorded as
revenues.
Petsec's return on assets ratio is -16.22% when computed using United States GAAP
financial statements and -15.58% using Australian GAAP financial statements. The company's
net income is similar when compared in United States dollars, however Petsec's total assets are
lower when reported on the Australian financial statements. A possible explanation is that

because Australian reporting standards allow companies to report assets net of liabilities total
assets and total liabilities for a company could be proportionately lower. For example, assume a
company has inventory valued at $ 13 and accounts payable of $5. In addition the company has
accounts receivable of $7 and a liability relating to that receivable of $3. In Australia the
company may report the accounts receivable net of its relating liability at $4.
Liquidity ratios measure the ability of the company to convert its assets into cash.
Petsec's liquidity ratios computed using Australian GAAP and United States GAAP are very
similar. Petsec's current ratio is 0.212:1 when computed using United States GAAP and the
current ratio is 0.210:1 when computed using Australian GAAP. Similarly the company's quick
ratio computed using United States GAAP is 0.20: 1 whereas Petsec's quick ratio is 0.21: I when
computed using Australian GAAP. Further the debt coverage ratios computed using United
States GAAP and Australian GAAP are 0.123: I and 0.124: I respectively. A possible explanation
for the difference in total assets and liabilities but similar ratios is that the company nets its assets

against liabilities. The net versus gross reporting method is described above.
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To measure the liquidity of receivables and the efficiency of assets used to generate sales,
financial statement users compare receivable turnover and assets turnover ratios respectively.
Petsec's receivable turnover ratio is 5.06 times when computed using United States GAAP and
11.69 when computed using Australian GAAP. The company's asset turnover ratio when

computed using United States GAAP and Australian GAAP is 0.20 times and .066 respectively.
Like the company's profitability ratios the variance between asset turnover ratios is because of
the method of revenue classification used to create Australian financial statements. Pet see
includes "Gross Proceeds From Sale ofInvestments," "Gross Proceeds From Sale on NonCurrent Assets," and "Rent Revenue" as revenue, whereas United States GAAP requires only
trade operating revenues to be recorded as revenues.
Financial statement users evaluate coverage ratios to determine the ability of a company
to pay its debts as they come due. Petsec's coverage ratios are similar when computed using
United States GAAP versus Australian GAAP. Petsec's debt to total assets ratio is 1.18: 1 and
1.06: 1 when computed using United States GAAP and Australian GAAP respectively.

The

slight difference could be explained because the Petsec may net its assets against corresponding
revenues. The company's times interest earned ratio (TIE) measures the ability of a company to
pay its interest payments as they come due. Petsec's TIE is 1.22 and 1.49 times when computed
using United States GAAP and Australian GAAP respectively. Australian GAAP and United
States GAAP have similar requirements for expense recognition, therefore the expense amount
recorded using both GAAPs would be similar, resulting in similar TIE ratios.

COLES MYER LTD.
Coles Myer Ltd. is Australia's leading retailer and has over 2,000 stores in Australia and
New Zealand. The company is incorporated in Victoria, Australia and trades its stock on the
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Australian and United States stock exchanges. Coles Myer's financial ratios are similar when
computed using United States and Australian GAAP because the accounting for financial

statement elements are the same, however there are differences in reporting. The differences in
ratios, which are presented in Table 9, cause the financial statement ratios to differ between the
GAAPs.
Coles Myer profitability ratios measure of the amount of success the company has had
over its last fiscal year. The company's profit margin ratio is 1.29% and 3.35% computed using
United States GAAP and Australian GAAP respectively. The company's return on assets ratio is
3.85% using United States GAAP and 9.95% using Australian GAAP. The substantial

difference between United States GAAP ratios and Australian financial statement ratios is
because of the difference in reported net income. Using Australian GAAP and dollar net income
is much higher than using United States GAAP measured in Australian dollars; therefore United
States GAAP net income is lower. There are several items that explain the differences in net
income. One reason is the method of accounting for the company's employee stock options.
United States GAAP requires stock options to be recorded at the fair value on the grant date,

whereas Australian GAAP does not require expense recognition until the options are exercised.
The difference in accounting methods results in Australian GAAP net income being lower by
$56.8 million.

The second major reason for the difference in net income between United States and
Australian financial-statements

is due to the revaluation of properties. During the fiscal year

ended 1999 the company revalued its properties, which caused an additional decrease in net

earnings of $47.5million. According to company policy every three years Coles Myer Ltd.
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revalues its properties to reflect market values. Although this practice is common In Australian
reporting, it is not allowed under United States GAAP.

Liquidity ratios measure the ability of a company to convert its assets into cash in order
to pay its maturing obligations. Coles Myer has minimal differences between liquidity ratios
computed using United States GAAP and Australian GAAP. The company's current ratio is
1.24:1 when calculated using United States GAAP and 1.25: 1 when computed using Australian
GAAP. The difference is a result of the discrepancy between the company's reported accounts
payable. According to the company's Form F-20 filed with the United States SEC, current assets

remain the same whether reported under United States GAAP or Australian GAAP. Accounts
Payable differs by $10.2 million, which explains the minimal difference in the calculation of

current ratios. Similarly Coles Myer's quick ratio is similar due to the similarities in reporting
requirements for current assets and liabilities. Using either the United States or Australian
reporting requirements Coles Myer appears to have sufficient funds to pay obligations as they
come due.
Coles Myers activity ratios are also very similar. The company reports a receivable
turnover ratio of 104.5 I times when calculated using both United States and Australian GAAP
because according to the company's F-20 current assets are unchanged when reported using
United States requirements

The company's asset turnover ratio is 3.00 times when computed

using United States GAAP and 297 times when computed using Australia GAAP. Coles Myers
revaluates long-term assets every three years to adjust for market value. Under Australian
GAAP revaluation of assets is permitted, however United States requirements demand assets be

reported at the historical or acquisition cost. Therefore, long-term assets will vary due to changes
in market values.
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Finally, Coles Myers coverage ratios indicate that the company will be able to meet its
current obligations as they come due. The debt-to-total

assets ratio is .67 and .65 when

computed using United States GAAP and Australia GAAP respectively.

The main difference is

a result of a difference in reported liabilities. The United States reports additional "other noncurrent liabilities" of$386.7.

The company's cash debt coverage ratio is .20 times when

computed using United States GAAP and .11 when computed using Australian GAAP. The
difference is mainly due to the difference between operating cash flows. Using United States
GAAP the amount of operating cash reported is $100 I. 10 million, whereas using Australian
GAAP the amount of cash provided from operating activities is $595.6 million. The difference is
due to deferred taxes and income taxes reported. Using either United States or Australian
financial information, the company has the ability to pay the current potion of its long-term debt
as it comes due. Overall, Coles Myers' financial statements indicate that the company has the
ability to repay obligations and that there is not indication of going concern.
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CONCLUSION
To expand the source of capital funding to the global market companies list stock on
multiple stock exchanges around the world. Investors utilize financial statements to determine a

company's performance and decide whether to invest in a company. These investors are
concerned about many performance indicators including profitability, liquidity, activity, and
potential debt coverage. One way to determine a company's performance is to analyze financial
statement ratios. However, cross-border financial reporting practices may make such
comparisons difficult. One way to combat the problems stemming from cross-border

financial

statement analysis is to eliminate the need for reconciliation by establishing universal accounting
standards. Through the comparison of United States and Australian GAAP and financial
statement presentations, this paper proved that although countries may be rooted in similar
languages and conceptual framework there are still differences in financial reporting. Financial
statement users need to be cautious when analyzing and comparing financial statements from
different countries.
To fully understand the financial position and performance of a company incorporated in
a foreign country and trading on the United States stock exchange, a user must identify the
differences in foreign financial reports and understand that a company's financial statement
presentation can affect performance ratios. The differences in asset valuation and profit

measurement between foreign GAAPs can be substantial, which can cause financial statement
users to be seriously misled when evaluating a company's performance. However, if the
accounting profession established uniform lnternational accounting Standards that appropriately
indicated a company's performance the user's translation burdens would be alleviated. The
development ofIAS has been on ongoing process because of the differences in countries'
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economies, legal systems, tax policies, and capital investors.

Some of the problems IAS faces

are differing policies on consolidation accounting, foreign currency translation, and accounting
for inflation and market value adjustments. The financial statement analysis of Coles Myers and

Petsec Energy illustrates the differences in accounting for marketing values and profit
measurement.
A financial statement user relies on a company's net earnings to determine its financial
performance. As displayed by this study, under Australian GAAP a company may report inflated
earnings, which may mislead users comparing the company to a United States based company.
Coles Myers' net earnings are higher using Australian GAAP because the company revalued its
non-current assets to adjust for market values causes the net earnings to be inflated by $47.5
million Australian dollars. In addition, the revaluation affects the amount of non-current assets
reported on the company's balance sheet. Using Australian GAAP non-current assets reflect
market adjustments, whereas using United States GAAP non-current assets are reported at
historical cost. Australian GAAP does not require a company to record employee stock option

expenses. Whereas United States GAAP requires employee stock options to be recorded at the
fair value on the grant date. Therefore, a reconciling item to United States GAAP resulted in
Australian net earnings to decrease by $56.8 million Australian dollars. Finally, the different
accounting policy for recording employee compensation expenses is also a reconciliation item.
Under Australian GAAP the amount of compensation expense recorded reflects only the amount

to be settled within twelve months. United States GAAP matches the amount of benefit expense
with employee current activities.

United States GAAP permits only revenue earned from primary business activities to be
reported as "revenue" whereas the revenue recognition criteria under Australian GAAP permits
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gross proceeds from sale of investments and non-current assets be included in revenues. These
classifications cause revenues reported under Australian GAAP to be substantially higher than
when reported using United States GAAP. Australian revenue recognition criteria allow revenue

to be recorded when the inflow or savings in outflow can be reasonably estimated.
When developing universal accounting standards, the profession must determine what
accounting procedures and policies more effectively provide users with the information they
need to make informed decisions. The profession could require a single accounting method for
all countries financial reporting or accept multiple accounting methods allowing individual
companies to choose which accounting method more accurately presents its financial
performance. Because countries have different and unique economies, the accounting and
reporting standards of one country may not appropriately fit the requirements on another country.
lAS's challenge is to determine which county's accounting and reporting standards actually
provide a fair representation of a company's activities.
A second objective of this paper was for the writer to develop a working knowledge of
Australian GAAP to prepare for a summer internship in Sydney, Australia. Throughout the
semester the writer has developed an understanding of Australia's conceptual framework and the
differences in reporting requirements between United States and Australian GAAP. The writer's
work on this paper has provided a working understanding of Australia's accounting profession,
Australian GAAP, and played a fundamental role in the successful attainment of a summer
internship in Sydney.
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SFAC No.2 "Qualitative Characteristics
Table 1

of Accounting Information"

Understandability

Financial statements should be created to be useful to educated users.

Relevance

Financial statements are relevant when users can make predictions about
the outcome of past, future, or present events and when users can confirm
or correct prior expectations

Reliability

Financial statements that are reliable are verifiable, neutral, and possess
representational faithfulness. Users expect financial statements to be a
representation of a company's activities during the period.

Comparability
Consistency

Comparability of financial statements allows users to compare the activities
of companies operating in the same industry.
Consistency requires companies to use the same accounting treatments
from one year to the next. Any departure from consistent accounting
treatments should be disclosed in the company's notes to the financial
statements.
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Asset

SFAC No 6 "Elements of Financial Statements"
Table 2
A future economic benefit controlled by a company that resulted from a past
transaction

Liability

A future economic sacrifice of a benefit, as a result of a company's present
obligations based on a previous transaction.

Revenue

Equity=Assets-Liabilities. It is the residual amount in assets left after
liabilities have been deducted.
An increase in a company's assets or the decrease in a company's liabilities
as a result of a company's primary activities.

Expense

A decrease in assets or an increase in liabilities as a result of a company's
primary activities.

E uit
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SAC 3 "Qualitative Characteristics of Financial Information"
Table 3
Relevance

Information must have a predictive value, feedback value, and provide
an assessment of the company's financial statement prepares.

Comparability

A further definition of relevance, companies within the same industry is
encouraged to follow the same reporting standards.

Prudence

A further definition of relevance, companies should use the same
reporting standards from period to period. Departures from consistent
reporting should be disclosed in the notes to the financial statements.
A further definition of relevance, which describes the element of
caution when dealing with uncertainties in measurement.

Understandability

Companies must release financial information via a method that an
educated user would be able to comprehend its meaning.

Consistency

Reliability

Materiality

Timeliness

Cost-Benefit

Financial information is considered reliable when it can be depended on
to represent the company's transactions without bias and transactions
can be supported bv source documents.
A constraint when producing financial statements. It is used to
determine the extent to which relevant and reliable information may be
excluded from financial reporting without affecting a users' economic
decision.
A constraint when producing financial statements. Any undue delays in
reporting accounting transactions would result in data loosing its
relevance. Therefore, transactions should be reported in a timely
manner.
A constraint when producing financial statements. A company's
management is influenced by the cost of providing certain information;
therefore they evaluate the benefit of providing quality decision-making
information to the users of financial statements.
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SAC 4 "Definition and Recognition of the Elements of Financial Statements"
Table 4
Assets

Liabilities

Equity

Revenues

Expenses

A future economic benefit must exist, the entity must have control over the
economic benefit, and the benefit must have resulted from a previous transaction.
An entity must have a present obligation to an outside party, the entity must be
required to give up economic resources, and the sacrifice must have resulted from a
previous transaction.
An entity's amount of assets left after the deduction of liabilities. It follows the
equation: Equity = Assets-Liabilities.
"Inflows or other enhancements, or savings in outflows, of future economic benefits
in the form of increases in assets or reductions in liabilities of the entity, other than
those relating to contributions by owners, that result in an increase in equity during
the reporting period."
"Consumptions of losses of future economic benefits in the form of reductions in
assets or increases in liabilities of the entity, other than those relating to distributions
to owners, that result in a decrease in equity during the reporting period."
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Similarities and Differences between United St:ltes GAAP and Australian GAAP
Table 5
United States
Australia
Financial Statements
Statement of Financial Position
Same
Statement of Operations
Statement of Owner's Equity
Statement of Cash Flows
Standard Setting Bodies
Financial Accounting Standards Board
Australian Accounting Standards
(profit seeking companies)
Board
Standard Setting Bodies
(Not-for-profit! governmental)

Governmental Accounting Standards Board

Australian Accounting Research
Foundation

Enforcement Organization

Securities Exchange Commission

Financial Reporting Council

Conceptual Framework

Created as a basis for setting financial
reporting accounting standards.
Accounting standards issued follow the
principles outlined in SFACs issued by the
FASB.

Objectives of Financial
Reporting

Qualitative Characteristics

Relevance

Understandability

I)

To provide decision usefulness to the
users of financial statements
2) To provide information that aids
potential investors and creditors in
assessing the amount, timing. and
certainty of company's cash flows.
3) To provide information related to a
company's economic resources and
claims to those resources.

Financial Statement share relevant
when users can make predictions about
the outcome of past, future, or present
events and when users can cOllfinn or
correct prior expectations
Financial statement should be created
to be useful to educated users.

I
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The conceptual framework is created
to act as a base for setting financial
reporting standards. However, SACs
are geared towards establishing
accounting standards to harmonize
with International Accounting
Standards (IAS.) Currently,
accounting standard setting bodies do
not follow the conceptual framework.
Instead financial reporting follow
more traditional measurement
principles.
I) To provide general-purpose
financial infonnation for users to
obtain a clear view of the entity's
performance.
2) To provide information to three
specific user groups
-Resource providers
-Recipients of goods and services
-Managers of governing bodies

Same

Same

Reliability

Comparability

Consistency

Materiality

Timeliness

Cost -Benefi t

Financial statements that are reliable
are verifiable, neutral, and possess
representational faithhllness. Users
expect financial statements to be a
representation of a company's activities
during the period.
Comparability of financial statements
allows users to compare the activities
of companies operating in the same
industry.
Consistency requires companies to use
the same accounting treatments from
one year to the next. Any departure
from consistent accounting treatments
should be disclosed in the company's
notes to the financial statements.
A constraint when producing financial
statements. It is used to determine the
extent to which relevant and reliable
information may be excluded from
financial reporting without affecting
users' economic decisions.
A constraint when producing financial
statements. Any undue delays in
reporting accounting transactions
would result in data loosing its
relevance. Therefore. transactions
should be reported in a timely manner.
A constraint when producing financial
statements. A company's management
is influenced by the cost of providing
certain information; therefore they
evaluate the benefit of providing
quality decision-making information to
the users of financial statements.

Same

A future economic benefit controlled
by a company that resulted from a past
transaction
A future economic sacrifice of a
benefit, as a result of a company's
present obligations based on a previous
transaction.
Equity=Assets-Liabilities The residual
amount in assets left after liabilities
have been deducted
An increase in assets or the decrease in
liabilities as a result of a company's
primary activities.
A decrease in assets or an increase in
liabilities as a result of a company's
primary activities.

Same

Same

Same

Same

Same

Same

Elements

Asset

Liability

Equity

Revenue

Expense

-
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Same

Same

Same

Same

Recognition and Measurement
Princil)les
Historical Cost

Revenue Recognitions

Expense recognition

Assets and Liabilities are reported on
the statement of financial position at its
acquisition cost.

Revenues are recorded on the
Statement of Operations when realized
or realizable and earned

Expenses are recorded on the Statement
of Operations when incurred. In
addition, expenses are matched directly
with the revenues supported

Government involvement

The SEC enforces accounting standards
set by the FASB and GASB. There is
little or no government legislation
surrounding the enforcement of
financial reporting accounting
standards.

Auditor's report

Auditors report contained in the annual
report, addressing the opinion of the
financial information is unique to each
country. A sample unqualified auditor's
report is attached.

I

I
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Assets and Liabilities are
recognized only after the cost or
value of a future economic
benefit or sacrifice can be
reliably measured and is
probable.
Revenues are recorded on the
Statement of Operations when:
1) An agreement must exist for
an exchange of goods or
services with another entity.
2) The amount of cash to be
received is reliably
measured or cash has been
received.
3) All actions of the exchange
have been completed
4) The collection of receivable
or return of goods is reliably
estimatable.
Expenses are recorded on the
Statement of Operations when:
1) Assets have been reduced or
liabilities have been
increased as a result of the
consumption or loss of
future economic benefits.
2) The consumption or loss can
be measured reliably.
The FRC in combination with
the government's Corporations
Law enforce accounting
standards set by the AASB and
AARF. The Corporations Law
was passed to give legislative
support to the AASB's
accounting standards.
Auditors report contained in the
annual report, addressing the
opinion of the financial
information is unique to each
country. A sample auditor's
report is attached.

r
I

Companies

Incorporated

1.
2.
3.
4.
5.
6.
7.
8.
9.
] O.
11.
12.
13.
14.
] 5.
] 6.
17.
18.
19.
20.
21.
22.
23.
24.

in Australia trading on United States stock exchanges
Table 6

Amcor Ltd.
Amatek Industries
Atlas Pacific Ltd.
Australia and New Zealand Banking
Barbeques Galore Ltd.
Centaur Mining and Exploration Ltd.
Coles Myer Ltd.
Commonwealth Bank of Australia
CSR Ltd.
Johnson's Well Mining NL
Mayne Nickless Ltd.
Murrin Murrin Holdings PTY Ltd.
National Australia Bank Ltd.
News Corp. Ltd
Novogen Ltd.
Orbital Engine Corp. Ltd.
Pacific Dunlop Ltd.
Paladin Resources Ltd.
Petsec Energy Ltd.
Progen Industries Ltd.
Rio Tinto Ltd.
Teistra Corp Ltd.
Westpak Banking Corp.
WMC Ltd.
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Ratios used to analyze United States and Australian
Table 7
Liquidity Ratios:
Current Ratio

Quick Ratio
Current Cash Debt
Coverage Ratio

Activity Ratios:
Receivable turnover

Asset turnover

Profitability Ratios:
Profit margin on sales
Rate of return on
assets
Coverage Ratios:
Debt to total assets

Financial

Statements

Current Assets
Current Liabilities

Measures a company's
ability to pay its shortterm debt.
Cash. Marketable securities.and receivables(net)
Measures a company's
Current Liabilities
short-term liquidity.
Net cash provided by operating activities Measures a company's
Average Current Liabilities
ability to pay its current
liabilities using its cash
trom operations.
Net Sales
Average trade receivables, net

Measures the liquidity of
receivables.

Net Sales
Average total assets

Measures how efficiently
assets are used to generate
sales.

Net Income
Net Sales

Measures net income from
each dollar of net sales

Net Income
Average total assets

Measures profitability of
assets

Total debt
Total assets

Measures the percentage
of total assets provided by
creditors
Measures ability of a
company to meet its
interest payments as they
come due.
Measure a company's
ability to repay its total
liabilities in a given year
from its operations.

Times interest earned

Income before interest charges and taxes
Interest Charges

Cash debt coverage
ratio

Net cash provided by operating activities
Average total liabilities

I
I
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Comparison

of Petsec Energy Ltd's Financial Statements

Ratios

Table 8

Item
Current Assets
Non-Current Assets
Total Assets
Current Liabilities
Long-Term Liabilities
Total Liabilities
Operating Revenue
Operating Expenses
Net Income

United States GAAP (
$000 U.S dollar)

Australian GAAP
($000 Australian
dollar

$26,266.00
$84,270.00
$110,536.00
$123,701.00
$6,361.00
$130,062.00
$31,000.00
$48,529.00
-$17,529.00

$39,810.00
$147,698.00
$187,508.00
$188,867.00
$9,657.00
$198,524.00
$177,510.00
$42,415.00
$135,095.00

Liquiditiy Ratios:
Current Ratio
Quick Ratio
Current cash debt
coverage ratio

0.2123 to 1
0.1981 t01

0.2108 to 1
0.2104 to 1

0.1231 to 1

0.1241 t01

Activity Ratios:
Receivable Turnover
Asset Turnover

5.0575 times
0.2002 times

11.6864 times
0.6568 times

Profitaility Ratios:
Profit Margin Ratio
Return on Assets
Coverage Ratios:
Debt to total assets
Times interest earned
Cash debt coverage ratio

-8.10%
-16.22%

1.1766 to 1
1.2220 to 1
0.0775 times

I
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-23.72%
-15.58%

1.0587 to 1
1.4876 to 1
0.0772 times

Comparison

of Coles Myer Ltd. Financial Statements
Table 9

Item

Current Assets
Non-Current Assets
Total Assets
Current Liabilities
Long-Term Liabilities
Total Liabilities
Operating Revenue
Operating Expenses
Net Income
Liquiditiy Ratios:
Current Ratio
Quick Ratio
Current cash debt
coverage ratio
Activity Ratios:
Receivable Turnover
Asset Turnover
Profitaility Ratios:
Profit Margin Ratio
Return on Assets
Coverage Ratios:
Debt to total assets
Times interest earned
Cash debt coverage ratio

United States GAAP
($M Australian dollar)

Australian GAAP
($M Australian dollar)

$3,426.70
$4,258.30
$7,685.00
$2,755.80
$2,388.00
$5,143.80
$22,438.10
$22,149.50
$288.60

$3,426.70
$4,277.00
$7,703.70
$2,745.60
$2,222.40
$4,968.00
$22,438.10
$22,090.40
$392.50

1.2435 to 1
0.1787 to 1

1.2481 to 1
0.1793 to 1

0.3651 to 1

0.2205 to1

104.5091 times
2.9972 times

1.29%
3.85%

0.6693 to 1
5.7834 to 1
0.2040 times

I
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104.5091 times
2.9702 times

1.75%
5.20%

0.6449 to 1
6.8255 to 1
0.1131 times

United States Conceptual Framework Underlying
Financial Reporting
Figure 1
:::::::

ASSUMPTIONS
(SFAC No.5)

I
I
I

CONSTRAINTS
I
(SFAC No.5)
PRESENT VALUEi
(SFAC No.7)

PRINCIPLES
(SFAC No.5)

QUALITATIVE

CHARACTERISTICS

I

ELEMENTS
(SFAC No.6)

(SFAC No.2)

OBJECTIVES
(SFAC No 1)

United States Conceptual

·
·
·
·
·
·
·

Framework

SFAC No 1 "Objectives of Financial Reporting by Business Enterprises" - Issued 1978
SFAC No 2 "Qualitative Characteristics of Accounting Information" - Issued 1980
SFAC No 3 "Elements of Financial Statements of Business Enterprises" _ Issued 1980
SFAC No 4 "Objectives of Financial Reporting by Nonbusiness Organizations" - Issued 1980.
SFAC No 5 "Recognition and Measurement in Financial Statements of Business Enterprises" _
Issued 1984
SFAC No 6 "Elements of Financial Statements - Issued 1985
SFAC No.7 "Using Cash Flow Information and Present Value in Accounting Measurements"Issued 1999
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Australian Conceptual Framework Underlying
Financial Reporting
Figure 2
~
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n................................-..

CONCEPTS ON
MEASUREMENT OF
ELEMENTS
(proposed)
(Stage 5)

MEASUREMENT
(Accounting Theory
Monograph No. 10)
(St:tfJ~ ~)

QUALITATIVE
CHARACTERISTICS
(SAC 3)
(Shlge 4)

DEFINITION &
RECOGNITION OF
ELEMENTS
(SAC 4)
(St:lge 4)

OBJECTIVES
(SAC 2)
(Stage 3)

DEFINITION OF
FINANCIAL
REPORTING

Australian
·

Conceptual

Framework

SAC 1 "Definition of the Reporting Entity" - Issued 1990

·

SAC 2 "Objective of General Purpose Financial Reporting"

·
·
·

SAC 3 "Qualitative Characteristics of Financial Information" - Issued 1990
SAC 4 "Definition and Recognition of the Elements of Financial Statements" _
Issued 1995
"Proposed Program for the Development of Concepts on Measurement of the Elements of

- Issued 1990

Financial Statements" - Proposed
·

"Accounting

Theory Monograph No. 10 Measurement in Financial Accounting" - Issued 1998
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Inputs and Outputs of Australian Accounting Standards Board
Figure 3

Financial Reporting Council
(FRC)
CPA
Australia
Australian Stock
Exchange
(ASX)

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Australian Securities and
Investments Commission
(ASIC)

Australian Accounting Standards Board
(AASB)
Established in 1991 via Corporations Law
-Previously known as Accounting Standards Review
Board
Duties Include:
· Issuing accounting standards applicable to
companies' preparation of financial reports in the
private sector (AASB standards)
· Developing statements of accounting concepts
· Receives technical and research support from AARF.

/

/

/

/

/

/

/

/

/

/

I

WORKS CITED
Australian Founding. March 3,2001. Founding Documents. Available at:
www.foundingdocs.gov.au.

CPA Australia, March 12, 2001. Our Organisation. Available at:
):m.p-;i!.~J,~P!!QnJjn~,.~g.D:u~.YlQ.5.._~.R.QYL!;:J?1L~m.~rl5._Q_Q_.Q_hQ!1H~,.~.~p.

Craswell, A. 1995. Transacc Vol J, edited by D. Ordelheide and KPMG, Stockton Press,
New York: New York.
Dennis, A. 2000. "Taking Account: Key Dates for the Profession" Journal of
Accountancy.
Hoggett, 1. and L. Edwards. 2000. Accounting in Australia Ath edition, Special Edition.
John Wiley & Sons, Australia, Ldd.
, and
. 2000b. Accounting in Australia 4th edition, John Wiley &
Sons, Australia, Ldd.
Kieso, D., J.1. Weygandt, and T.D. Warfield. 2000a. Intermediate Accounting
Edition, John Wiley & Sons, Inc, New York, New York.

10th

National Institute of Accountants (NIA). March 12,2001. About the NIA. Available at:
hUp)Lwww,-ni.~L~.Q.!IL~.ylD.iw.'.~b.Q.YJ!.

.

Porter, G. and C. Norton. 200 I. Financial Accounting the Impact on Decision Maker, 3rd
Edition. Harcourt College Publishers. New York, New York.
Poullaos, C. 1994. Making the Australia Chartered Accountant,
Garland Publishing, Sydney, Australia.
Previts, G. and B. Merino. 1998. A History of Accountancy
State University Press, Columbus, Ohio.

edited by R.P Brief,

in the United States, Ohio

The Institute of Chartered Accountants in Australia (ICAA). March 4, 2001 a. History
and Structure. Available at:
http://www.icaa.org.au/about/index.
cfm?menu=94&id= Al 00754328.
The Institute of Chartered Accountants in Australia (lCAA). March 4, 200 Ib. OvenJiew
qf Membership. Available at:
http://www.icaa.org.au/about/index.cfm?menu=12&id=AI

I
41

00 123678.

The Institute of Charted Accountants in Australia (ICAA). March 4, 2001 c. Strategic
Plan 2000-2001. Available at:
http://www.icaa.org.zu/about/index.cfm?menu=87&id=Al
0012345.
The Institute of Chartered Accountants in Australia (ICAA) March 4, 2001 d. What is a
CA? Available at:
hUp.;LLwwwj!;:_~-~LQ!:R-ml~bQ_YJLing_~2~_,~flJ}.?m~.ny.=11~ig_=.A1QI§~_~_9._~.

42

